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Chair Takumi and Members of the Committee: 

 My name is Iris Ikeda, and I am the Commissioner of Financial Institutions for the 

Department of Commerce and Consumer Affairs’ (Department) Division of Financial 

Institutions (DFI).  The Department appreciates the intent of and offers comments on 

this bill.  

 The purposes of this bill are to: (1) require check cashers to be registered with 

the DCCA; (2) require the offering of a voluntary payment plan to customers at the time 

of origination of a third consecutive deferred deposit transaction and for any subsequent 

deferred deposit transaction; (3) require check cashers to take reasonable steps to 

ensure that the customer has no more than one deferred deposit transaction 

outstanding at a time; (4) amend notices to customers; (5) remove the exemption for 

persons engaged in the bona fide retail sale of goods or services; and (6) require the 

State Auditor to conduct a sunrise analysis of the regulation of payday lenders and 

deferred deposit agreements in the State. 
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 The Department concurs that the current check cashing law, which deems 

violations as unfair or deceptive acts or practices within the meaning of Hawaii Revised 

Statutes section 480-2(a), may be more appropriately and comprehensively regulated in 

a manner more consistent with a number of other states.  Operationally, this would 

mean that regulation would shift from the DCCA’s Office of Consumer Protection to the 

DCCA’s Division of Financial Institutions.  In addition, the Department would request 

certain amendments to align the regulation to the DFI’s other license types.   

If the Department will be responsible for expanded oversight of this industry as 

this bill proposes, it recommends that regulation be consistent with the licensing of other 

industries that deal with consumer funds and are administered by the DFI.  To that end, 

the DFI suggests including additional safeguards in this bill to address consumer 

protection concerns.  Specifically, the DFI suggests regulation as follows: 

1. If an installment loan scheme is preferred, repeal the deferred check 

statute to avoid confusion by consumers and by the industry; 

2. Full licensure, not registration, to review the company’s business model, 

control persons, and compliance with appropriate state and federal laws; 

3. Identify the components of what constitutes an installment loan, including 

the amount of the loan, the term of the repayment, any fees, and a 

statement of any pre-payment penalties; 

4. Authority to examine the licensees for compliance with state and federal 

laws; 

5. Require renewal of license; 

6. Require records and reports; and 

7. Require consumer disclosures 

Regarding the language of the bill that references a sunrise analysis, the Department 

notes that a sunrise analysis is not necessary because an analysis has already been 

conducted.  See Sunrise Analysis: Check Cashing and Deferred Deposit Agreements 

(Payday Loans), Report No. 05-11.   

Thank you for the opportunity to testify on this bill. 
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HOUSE COMMITTEE ON CONSUMER PROTECTION & COMMERCE 

The Honorable Roy M. Takumi, Chair 
The Honorable Linda Ichiyama, Vice Chair 

  
H.B. NO. 332, H.D. 1, RELATING TO CHECK CASHING 

 
Hearing:  Tuesday, February 12, 2019, 2:00 p.m. 

________________________________________________________________________________________ 
  

The Office of the Auditor has no position regarding H.B. No. 332, H.D. 1, which proposes, 
among other things, registration of “check cashers” who conduct business in the State and 
requires the Office of the Auditor conduct a “sunrise analysis of the regulation of payday lenders 
and deferred deposit agreements and its impact on consumer protection in the State.”  However, 
we offer the following comments. 
 
First, we note that the Hawaiʻi Regulatory Reform Act, Chapter 26H, Hawaiʻi Revised Statutes 
(HRS), requires any new regulatory measure that would subject unregulated professions and 
vocations to licensing or other regulatory controls be referred to our office by concurrent 
resolution.  See Section 26H-6, HRS.  We assess the probable effects of the proposed regulatory 
measure and whether the proposed regulation is consistent with the policies in Section 26H-2, 
HRS.   
 
H.B. No. 332, H.D. 1, requires us to specifically examine the following areas: 
 

1. The increasing impact of out-of-state internet lenders who operate in the State; 
2. Data regarding consumer complaints; 
3. The impact of Chapter 480F, HRS, on consumers within the State over the past fifteen 

years; and 
4. Any further measures necessary for increased consumer protection in the State. 

 
However, we note that, under the Hawaiʻi Regulatory Reform Act, our analysis of proposed 
regulatory measures is based on statutory criteria identified in Section 26H-2, HRS. 
 
Lastly, for the committee’s reference, our office conducted a sunrise analysis of proposed 
amendments to Hawaii’s check cashing laws, Chapter 480F, HRS, and issued Report No. 05-11, 
Sunrise Analysis: Check Cashing and Deferred Deposit Agreements (Payday Loans).  That 
report is available here: http://files.hawaii.gov/auditor/Reports/2005/05-11.pdf. 
 
Thank you for considering our testimony related to H.B. No. 332, H.D. 1. 

http://files.hawaii.gov/auditor/Reports/2005/05-11.pdf
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Comments:  



 

 

From: R. Craig Schafer, President / Money Service Centers of Hawaii, Inc. 

February 9, 2019 

 

In support of HB332 HD1  

 

Money Service Centers of Hawaii, Inc. is a locally owned and operated money service business (MSB) 

headquartered in Kapaa, Kauai. We operate fee-based money service centers throughout the State under the 

trade name PayDayHawaii. Over the past 19 years we have provided check cashing services to over 44,000 

Hawaii residents. We provide safeguards not required by law to encourage the responsible use of our short-

term credit product. We offer free financial education on our website and mobile devices, 24/7, to help 

Hawaii’s working families in times of financial stress. 

 

We support HB332 HD1 which will bring long overdue reform to HRS 480F. The State Auditor completed 

a Sunrise Analysis* of the law over 15 years ago, but her recommendations have yet to be implemented. 

Thanks to the efforts of Representative Nakamura, who called together PayDayHawaii, Hawaii Appleseed 

and Hawaiian Community Assets, we have a bill that will require registration per the report’s 

recommendation. HB332 HD1 will also make reforms the above parties agreed on, to make deferred 

deposit transactions more consumer friendly. The bill changes the law as follows: 

   

1) Registration of check cashers by the DCCA to identify businesses governed by HRS 480F, including 

internet companies, to help ensure and enforce compliance. 

2) Require a notice to the consumer that a payment plan option is available after three consecutive 

deferred deposit transactions. The payment plan option is designed to stop repeat borrowing and avoid 

the cycle of debt. The option is available anytime to consumers in financial hardship.  

3) Limits deferred deposit transactions to one per consumer at a time from all sources including internet 

lenders. Though part of the current law, it needs clarification and enforcement.  

4) Require posting and written notice of the Annual Percentage Rate (APR), along with the current 

requirement to post the fees.  

5) Require posting of information on where to obtain financial education and credit counseling. 

Consumers must be informed in signage and on the printed contract that deferred deposit transactions 

are not suitable for long-term borrowing. 

6) Require a written notice of a 24 hour right of rescission on deferred deposit transactions. This provision 

To: Representative Roy M. Takumi, Chair  

Representative Linda Ichiyama, Vice Chair  

The Committee on Consumer Protection and Commerce  



gives consumers an opportunity to read the “fine print” without feeling rushed so they can completely 

understand the transaction. 

7) Limits the fee incurred for a dishonored check to a fee no greater than the fee incurred by the check 

casher from its financial institution.  

8) Removes the exemption (480F-5-1) to protect consumers from any entity, other than banks and 

financial institutions, cashing checks for a fee. Since the law was originally passed retailers who cash 

checks over $1000.00, such as Wal-Mart, are required to register as a Money Service Business (MSB) 

with the U.S. Treasury Department under the Patriot Act. 

9) Requires the State Auditor to conduct an updated sunrise analysis of the regulation of payday lenders 

and deferred deposit agreements and its impact on consumer protection in the State. In conducting the 

analysis, the state auditor shall examine the following: 

a) The increased impact of out-of-state internet lenders who operate in the State; 

b) Data regarding consumer complaints; 

c) The impact of chapter HRS 480F on consumers within the State over the past fifteen years; and 

d) Any further measures necessary for increased consumer protection in the State. 

10) The auditor will submit a report of findings and recommendations, including any proposed legislation, 

to the legislature no later than twenty days prior to the convening of the regular session of 2020. 

 

Most of the proposed reforms come from bills originally proposed by FSPoH, The Legal Aid Society and 

HACBED after the State Auditor’s Sunrise Analysis of 2005*. It should be noted that the 2005 Sunrise 

Analysis is the only study of short-term lending ever done in Hawaii. This bill authorizes another audit so 

that we will have more up-to-date data for Hawaii. It should be noted that HRS 480F has significant 

differences to short-term lending laws in other states. Although there have been many studies completed on 

this subject, none include data from Hawaii and therefore are not relevant. 

 

 
* Sunrise Analysis: Check Cashing and Deferred Deposit Agreements (Payday Loans). A Report to the 
Governor and the Legislature of the State of Hawaii, Report No. 05-11, December 2005. 

Sincerely, R. Craig Schafer, President, Money Service Centers of Hawaii, Inc. 
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